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REPORT BY THE 

Comptroller General 
OF THE UNITED STATES 

Foreign Investment In U.S. 
Agricultural Land--How It Shapes Up 

This report, requested by the Senate Committee on Agriculture, 
Nutrition, and Forestry, provides an indepth perspective on for- 
eign investment in U.S. agricultural land. Foreign buyers from at 
least 30 countries bought about 8 percent (248,146 acres) of the 
3 million acres of agricultural land that changed hands in a sample 
of 148 counties in 10 States during 18 months ended June 30, 
1978. Foreign buyers bought relatively large acreages in some 
counties. Projecting purchase data statewide showed that 13.2 mil- 
lion acres changed hands in the 10 States, including 514,760 
foreign-bought acres (4 percent). 

Most foreign-bought land went to Western Europeans--GAO did 
not find Arab investors to be a factor. The land was bought pri- 
marily for investment security and capital preservation and appre- 
ciation; most has continued in its same use; and some property im- 
provements have been made. Available information indicates that 
foreign buyers did not consistently pay more than U.S. buyers for 
similar land. 

i 
-i..5/ <&.J&% GAO believes the foreign investment situation bears watching3 rli & 

through the Agricultural Foreign Investment Disclosure Act of 
1978--and that eliminating the tax advantage available to foreign, 
but not U.S., investors in U.S. land would be beneficial. 

Local U.S. individuals bought the most land in the review coun- 
ties, but nonlocal U.S. and foreign businesses bought a sizable por- 
tion--24 percent. GAO believes this also bears watching--by the 
Department of Agriculture--because it could further erode the U.S. 
family farm structure. I 
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COMPTROLLER GENERAL OF THE UNITED STATES 
WASHINGTON. D.C. 20%8 

B-114824 

The Honorable Herman E. Talmadge 
Chairman, Committee on Agriculture, 

Nutrition, and Forestry 
United States Senate 

Dear Mr. Chairman: 

This report presents the results of our review of 
foreign investment in U.S. agricultural land. We made the 
review in response to your June 12, 1978, request. 

After you release the report, we will send copies to 
the Secretaries of Agriculture and Commerce and to various 
committees and Members of Congress. 

Comptroller General 
of the United States 



COMPTROLLER GENERAL'S REPORT TO FOREIGN INVESTMENT IN U.S. 
THE COMMITTEE ON AGRICULTURE, AGRICULTURAL LAND--HOW 
NUTRITION, AND FORESTRY IT SHAPES UP 
UNITED STATES SENATE 

DIGEST ------ 

During recent years, much public attention has 
focused on foreign ownership of U.S. ayricul- 
tural land. Concern has been voiced about the 
need for reliable data to determine the magni- 
tude and consequences of this type of invest- 
ment by foreign interests. 

As requested by the Senate Committee on 
Agriculture, Nutrition, and Forestry, GAO 
identifies in this report the extent of 
foreign investment in agricultural land 
{farmland and timberland) in Arkansas, 
California, Georgia, Illinois, Iowa, Kansas, 
Montana, Pennsylvania, Texas, and Washington. 
(See p. 1.) The information is summarized 
in the following 10 sections. 

GAO analyzed all agricultural land purchases 
in 148 counties in the 10 States (see app. 
II) from January 1, 1977, through June 30, 
1978. On the basis of its sample, GAO was 
able to estimate the volume of all foreign 
transactions in the 10 States. This report 
includes analyses of GAO's sample data and 
of its Statewide estimates. Because of the 
weighting factors involved in estimating 
Statewide totals, Statewide estimates can 
vary considerably from the sample data 
alone. 

1. EXTENT OF FOREIGN INVESTMENT 
IN U.S. AGRICULTURAL LAND 

cr Of the 3 million acres purchased, GAO iden- 
tified 248,146 acres, or about 8 percent, that 
were bought in'55 counties by foreign purchasers 
from at least 30 countries. They made 224 pur- 
chases or 1.6 percent, of all 13,702 purchases 
made. (See pp. 3 to 5.) 

' c&z&& f$$%G-*&&-~* 
The heaviest activity seemed to be - 
s~-~&&t (Georgia, Arkansas, and Texas), 
in California, and in t~~~hwe-st.er-.sec~t-i-on 
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of the country (Washington and tiontana),--but 
only in certain counties in these areas. 

Nine countiesj-- each having foreign purchases 
totaling more than 5,000 acres,--accounted for 

----l63,257 acres (two-thirds)jof the248,146 
acres offfcreiyn purchases\X;AO identified. 

(These co;nties were Jefferson (Arkansas); 
Fresno, Kern, and San Joaquin (California); 
Hall (Georgia); Rosebud and Yellowstone 
(Montana); Bowie (Texas); and Kittitas 
(Washington). 

? 
(See pp. 8 to 14.) 

On the basis of Statewide statistical pro- 
jections for all 10 States as a group, GAO 
estimated that, during the 18-month review 
peiziod, about 13.2 million acres of agricul- 
tural land were purchased in 71,800 separate 
transactions. Of these amounts, 514,760 acres 
(about 4 percent) were bought by foreign pur- 
chasers in 707 transactions (1 percent). 
(See p. 3.) 

About 4.3 percent of the total farmland in the 
review counties changed ownership during the 
18 months. On an annualized basis, this 
represents a farmland turnover of 2.9 percent. 
Gee PP. 5 and 6.) 

Conclusions 

Because GAO's study covered a single 18-month 
period, it cannot say whether, overall, foreign 
investment in U.S. agricultural land is 
increasing or not. Also, GAO does not know 
what the existing ownership of such land is. 
Relatively large acreages were bought by for- 
eign purchasers in some States and counties, 
and GAO believes the situation bears watching. 
Effective implementation of the Agricultural 
Foreign Investment Disclosure Act of 1978 is 
an excellent way to do this. (See p. 19.) 

2. NATIONALITIES AND TAX ADVANTAGES 
OF FOREIGN PURCHASERS 

The 224 foreign purchases of agricultural land 
that GAO identified in the review counties 
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involved 173 foreign purchasers. Most of the 
248,146 acres were bought by purchasers from 
the Netherlands Antilles, Belgium, West Germany, 
France, and Switzerland.) GAO did not find Arab 
investors to be a factor. c Most of the Antilles 
corporations were owned by Swiss, Belgian, and 
Italian investors.,) (See pp. 20 to 28.) 

I Foreign investors who buy U.S. real property 
have U.S. tax advantages (involving primarily 
capital gains) not available to U.S. citizens 
who may wish to invest in that same property. 
(See ph 29 to 32.) 

1 
Conclusion 

GAO believes elimination of the tax advantages 
foreign investors have would remove a factor 
that may be preventing potential U.S. purchasers 
from competing effectively with potential foreign 
purchasers. Legislation pending in the 96th 
Congress would remove the capital gains tax 
advantage. This would also raise U.S. Treasury 
revenues. (See pp. 32 and 33.) 

3. TYFES OF PURCHASERS 

Ranking by acreage 

Most acreage purchased in the 148 counties 
during the 18 months was bought by local U.S. 
purchasers. However, nonlocal U.S. purchasers 
bought a surprisingly large portion--over one- 
third-- as shown below. 

Type of purchasers 
Acres 

purchased 

Local individuals 1,385,380 
Local businesses 31)2,812 
Nonlocal U.S. individuals 579,781 
Nonlocal U.S. businesses 505,646 
Foreign individuals 15,141 
Foreign businesses 233,005 
Unclassified individuals 15,395 
Unclassified businesses 9,565 

Total 3,046,725 

Percent 
of acres 
purchased 

45.5 
9.9 

19.0 
16.6 

0 c 
7:; 
0.5 
0.3 

100.0 

Tear Sheel 
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Also, information on the 10 States showed that: 

--In each State except Georgia, local U.S. indi- 
viduals bought more acreage than any other 
category of purchaser. 

--U.S. individuals bought more acreage than U.S. 
businesses in each State. 

--Nonlocal U.S. businesses bought more acreage 
than local U.S. businesses in each State 
except Iowa, Pennsylvania, and Washington. 

--Foreign businesses bought more acreage than 
foreign individuals in each State except 
Illinois and Iowa where a total of only 
2,182 acres was bought by foreign purchasers. 
(See pp. 34 to 37.) 

The report contains Statewide estimated data on 
types of purchasers which generally shows a 
similar pattern. (See p. 37.) 

Ranking by number of transactions 

Of the 13,702 transactions in the 148 review 
counties during the 18 months, local and non- 
local U.S. individuals accounted for 83.1 per- 
cent, U.S. businesses for 13.3 percent, and 
foreign purchasers (individuals and businesses) 
for 1.6 percent. Whether the remaining 1.9 
percent (265 transactions) involved U.S. or 
foreign purchasers could not be determined. 

Of all U.S. purchasers of agricultural land, 
local and nonlocal individuals made more pur- 
chases than businesses in each of the 10 
States. The reverse generally was true for 
foreign purchasers in all States except 
Illinois and Iowa. (See pp. 38 to 40.) 

Ranking by size of purchase 

On the average, local purchasers, especially 
individuals, bought the smallest size tracts. 
Foreign purchasers, especially businesses, 
bought the largest. Nonlocal U.S. purchasers, 
especially businesses, bought the next largest. 
Overall, businesses of all types bought tracts 
3 times as large as individuals bought. (See 
pp. 40 to 42.) 
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Conclusions 

While local purchasers bought 55 percent of the 
agricultural land that changed ownership in the 
review counties, a sizeable portion (24 percent) 
of the acreage was bought by nonlocal U.S. and 
foreign businesses. Such a trend, over a long 
period, could erode the extent to which the 
family farm structure exists in U.S. agricul- 
ture. GAO believes this bears watching by the 
Department of Agriculture--perhaps as much as 
foreign investment in agricultural land. 
(See pp. 42 and 43.) 

4. TYPES OF AGRICULTURAL LAND PURCHASED 

Of the 3 million acres of agricultural land 
bought by all purchasers in the review counties 
during the 18 months, about 2.88 million acres-- 
94.4 percent --was farmland, such as cropland, 
pasture and rangeland, orchards, and vineyards, 
and 169,400 acres--5.6 percent--was timberland. 

Of the 248,146 acres of foreign-bought agri- 
cultural land, 94.9 percent was farmland and 
5.1 percent was timberland. Most of the 
timberland bought by both U.S. and foreign 
purchasers was in Georgia; the largest amounts 
of farmland bought by each were in California 
and Montana. 

Overall, more of the acreage of each land type 
was bought by individuals than by businesses. 
The reverse was true for foreign purchases. 
Most of the acreage bought was pasture and 
rangeland; cropland was second. The same 
held true for foreign purchases. Wee 19~ 
44 to 46.) 

Most of the foreign-bought acreage in Arkansas, 
California, and Kansas was cropland; in Montana, 
Texas, and Washington, it was mostly pasture and 
rangeland. The figures for the other four 
States were too small or inconclusive to show 
much. (See pp. 46 to 56.) 

Conclusion 

GAO found no clear relationship between the 
types of land bought and the types of purchasers 
involved. 

Tear Sheet 
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5. LAND PRICES 

A concern expressed by farm groups, independent 
family farmers, and others is that foreign pur- 
chasers, aided by the effects of U.S. inflation, 
tax advantages, and other factors, are able to 
buy U.S. agricultural land at prices local U.S. 
farmers cannot pay. In effect, foreign pur- 
chasers are thought to be bidding up the price 
of agricultural land beyond the reach of local 
people. 

The prices of agricultural land purchased in 
the review counties during the 18 months 
varied greatly for both U.S. and foreign 
purchasers. Because of the various factors 
that can enter into price determinations, 
comparisons are difficult and overall averages 
can be misleading. (See PI-J- 57 to 67.) 

Conclusion 

The preponderance of the information GAO was 
able to obtain or develop indicated that for- 
eign purchasers had not consistently paid 
more than U.S. buyers for similar land. 

6. PURCHASE MOTIVES 

Foreign purchasers or their representatives, 
real estate agents, and other persons with whom 
GAO talked cited various general and specific 
reasons why foreign purchasers had bought U.S. 
agricultural land. Underlying the stated 
motives, there seemed to be strong confidence 
in the U.S. political climate and basic trust 
in its economic system. 

Most said that foreign purchasers bought land 
for general investment purposes. U.S. agricul- 
tural land has been attractive to investors for 
several years. It is generally considered a 
low maintenance investment and, over the past 
years, has proven a sound choice in maintaining 
security and obtaining long-term profits through 
steady capital appreciation. 

Additional or corollary motives cited to GAO 
included: 
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--Organization or expansion of business 
operations. 

--Diversification of investment portfolios. 

--Difficulty in finding land in home countries. 

--Reasonable price of U.S. agricultural land 
relative to the high cost of land abroad. 

--Speculation to develop or resell the land. 

--Preservation of capital and protecting it 
against inflation, devaluation, or other 
harmful factors. 

--Tax advantages. 

--Enjoyment of farming, combined with an 
anticipated move to the United States. 

Also, land was purchased in some cases for its 
specific location or natural resources, or to 
meet the particular business needs of the for- 
eign investors. (See pp. 68 to 80.) 

7. LAND USE CHANGES 

Most foreign purchasers generally used their 
newly acquired land holdings in much the same 
way as the previous owners. Many had local 
people operating the farms. Available infor- 
mation showed that land use changed or was 
expected to change on 6.1 percent of the 
248,146 foreign-bought acres in the review 
counties. Because land use information was 
not available in some cases, the precise per- 
centage of change could be higher. Land use 
changed or was expected to change on more than 
15 percent of the acreage purchased in Arkansas, 
Pennsylvania, and Texas. 

Tear. 

Some farms grew different crops than had been 
grown before the foreign purchase but GAO 
generally did not consider crop rotation--a 
normal farming practice--to be a change of 
land use. (See pp. 80 to 85.) 
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8. IMPROVEMENTS TO FOREIGN-BOUGHT LAND 

Some questions had been raised as to whether 
foreign purchasers would let their land run 
down. This was not the case. To the contrary, 
many foreign purchasers or their managers and 
operators had improved and upgraded their prop- 
erties. Improvements generally involved instal- 
ling irrigation and drainage systems; repairing 
or constructing buildings: clearing land for 
pasture or cultivation; and installing storage 
bins, corn dryers, and fences. (See pp. 80 to 
85.) 

9. PARTICIPATION IN FARM PROGRAMS 

At least 22 of the 173 owners (or operators) 
of the foreign-bought land discussed in this 
report received financial or other assistance 
under Department of Agriculture farm programs. 
There could be more --GAO's information is 
incomplete. (See pp. 85 to 88.) 

10. OTHER MATTERS INCLUDED 
IN GAO REVIEW SCOPE 

In addition to its work in the 10 States, GAO 
summarized some information on tax advantages 
of foreign investors in U.S. agricultural land 
(see ch. 3), reviewed the Department of Agri- 
culture's December 1978 report on foreign pur- 
chases of U.S. agricultural land (see ch. S), 
and summarized some information on foreign 
countries' laws on land ownership (see app. III). 
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CHAPTER 1 

INTRODUCTION 

During the past year or two, a great deal of public 
attention has focused on foreign ownership of U.S. agri- 
cultural land. The news media has been giving extensive 
coverage to stories which indicate that nonresident foreign 
investors are intensifying their efforts to purchase good 
farmland. Members of Congress, State legislators, and farm 
owners and operators have become more and more concerned 
about the situation and the need for reliable data to 
determine the magnitude and consequences of foreign invest- 
ment in our Nation's agricultural land. 

In an earlier report issued to the Senate Committee on 
Agriculture, Nutrition, and Forestry, entitled "Foreign 
Ownership of U.S. Farmland--Much Concern, Little Data" 
(CED-78-132, June 12, 1978), we discussed State laws that 
placed constraints or reporting requirements on foreign 
investment in U.S. farmland, the lack of available data on 
such investments at State and county levels, observations 
on Federal data collection efforts, and the results of our 
inquiries into foreign investment in farmland in 25 counties 
in 5 States. The report also discussed possible alternative 
approaches for a nationwide data collection system that 
would provide information on foreign investment in U.S. 
farmland. 

Of the alternative approaches presented in the report, 
we said that the most feasible and simplest would be to 
federally legislate a nationwide registration system for 
foreign owners of U.S. farmland. On October 14, 1978, the 
President signed into law the Agricultural Foreign Invest- 
ment Disclosure Act of 1978 (Public Law 95-460, 92 Stat. 
1263) which requires all nonresident foreign persons and 
businesses with foreign affiliations who acquire, transfer, 
or hold interests in agricultural land to report such trans- 
actions and holdings to the Secretary of Agriculture. The 
Secretary's first report to the Congress on his analysis of 
the information reported is due in late 1979. 

Because of escalating concern about the issue of 
foreign purchases of farmland, and as a follow on to our 
June 12, 1978, report, the Chairman of the Senate Committee 
on Agriculture, Nutrition, and Forestry asked us, by letter 
dated June 12, 1978 (see app. I), to make an indepth review 
of foreign investment in agricultural land in nine States 
(California, Georgia, Iowa, Kansas, Mississippi, Montana, 
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Pennsylvania, Texas, and Washington). With the Committee's 
concurrence, Illinois was later added to the original nine 
States and Arkansas was substituted for Mississippi. For 
each State, we were asked to select, on a random basis, 
several primarily rural counties that represented major 
agricultural enterprises of that State and analyze agri- 
cultural land transfers occurring in those counties between 
January 1, 1977, and June 30, 1978, to obtain information 
on foreign and domestic purchases of agricultural land in 
the 10 States individually and as a group. 

For the purpose of our review, we defined an agricultural 
land purchase as a purchase of 25 or more acres of farmland 
or timberland. We considered farmland to be cropland, 
pasture or rangeland, orchards, vineyards, and attached 
woodland and idle land. We considered timberland to be land 
where timber was the primary growth on 90 percent or more of 
the acreage. These classifications were similar to those 
the Eureau of the Census used in reporting on its 1974 
Census of Agriculture. 

We made an effort to include only bona fide purchases 
in our figures. We excluded intrafamily land transfers and 
other transactions that did not appear to be "arms length" 
transactions. We also excluded purchases of residential, 
commercial, or industrial zoned land. In some cases, we 
documented purchases involving 25 or more acres of waste- 
land, swampland, or other vacant land which seemed to have 
no useful agricultural purpose. These purchases are 
mentioned in this report but are not included in our 
figures. 

On the basis of our sample data, we were able to esti- 
mate the volume of all foreign transactions in the 10 States. 
This report includes analyses of our sample data and of our 
Statewide estimates. Because of the weighting factors 
involved in estimating Statewide totals, Statewide estimates 
can vary considerably from the sample data alone. 

Chapter 9 discusses in more detail the scope of our 
review and the general approaches and procedures we used in 
developing the information in this report. 



CHAPTER 2 

EXTENT OF RECENT FOREIGN INVESTMENT 

IN U.S. AGRICULTURAL LAND 

We analyzed all agricultural land purchases in 148 
counties in 10 States (see app. II) during the period 
January 1, 1977, through June 30, 1978. Of the 3 million 
acres purchased in these counties during that 18-month 
period, 248,146 acres, or about 8 percent, were bought by 
foreign investors. These foreign investors, from at least 
30 countries, made 224 purchases, or 1.6 percent, of the 
13,702 purchases that we identified. 

About 4.3 percent of the total farmland in the review 
counties changed ownership during the 18-month period. On 
an annualized basis, this represents a farmland turnover of 
2.9 percent. 

Because of the way we selected our review counties, 
(see ch. 91, we were able to develop statistically reliable 
projections of the data we obtained that are representative 
of each State individually and of all 10 States as a group. 
On the basis of these projections, we estimate that, during 
the 18-month period in the 10 States, 

--about 13.2 million acres of agricultural land 
were purchased in 71,800 separate transactions 
and 

--of these amounts, 514,760 acres (3.9 percent) 
were bought by foreign investors in 707 
transactions (1 percent). L/ The estimated 
percentages are about half of those found in 
our sample counties because of the way the 
sample was selected. 

During our review, we obtained scattered leads on addi- 
tional foreign purchases in the review counties shortly 
before or after the 18-month period. On a spot-check basis, 
we were able to document an additional 84,697 acres that 
were purchased by foreign investors within 6 months of this 
timespan. Most of this acreage was in Montana (66,967 acres) 

&/The Statewide estimates of foreign purchases are subject to 
a relative sampling error of about 27 percent for acreage 
and 23 percent for transactions at a 95-percent confidence 
level. 
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and California (8,900 acres). We do not know what proportion 
of all agricultural land purchases or all foreign purchases 
during the 6-month periods these transactions represented. 
This data is not included in our primary analyses or pro- 
jections but is reported as an additional item of informa- 
tion and interest. 

STATE-BY-STATE COMPARISON OF FOREIGN 
PURCHASES WITH TO'I'AL PURCHASES 

Foreign purchasers bought about 8 percent of the agri- 
cultural land sold in our review counties. Their purchases 
ranged from less than 1 percent of the total acreage sold 
in the Iowa counties to almost 16 percent of the acreage 
sold in the Georgia counties. They also made 1.6 percent 
of all agricultural land purchases in our review counties. 

The following table compares, by State, foreign pur- 
chases of agricultural land with total agricultural land 
purchases for the 18-month period in the 148 counties. The 
figures include both farmland and timberland. 

State and 
number of 
counties 

Arkansas-13 

California-13 

Georgia-26 

Illinois-15 

Iowa-14 

Kansas-14 

Montana-14 

Pennsylvania-13 

Texas-13 

Washington-13 

Total 

Total purchases 

Number Acres 

1,593 200,124 

3,776 744,218 

1,256 273,591 

770 83,130 

1,148 131,715 

803 153,075 

765 891,073 

1,248 97,031 

985 226,340 

1,358 246,428 

Foreign 
purchases 

Num- 

13,702 3,046,725 

ber Acres ber Acres 

9 12,301 0.6 6.1 

91 45,620 2.4 6.1 

40 43,265 3.2 15.8 

4 1,455 0.5 1.8 

4 727 0.3 0.6 

12 8,169 1.5 5.3 

14 96,229 1.8 10.8 

5 4,441 0.4 4.6 

5 16,633 0.5 7.3 

40 19,306 2.9 7.8 

224 248,146 1.6 8.1 

Percent of 
foreign 
to total 

Num- 

4 



As the table shows, about three-fourths of the foreign- 
bought acreage was in three States-- 96,229 acres (39 percent) 
in Montana, 45,620 acres (18 percent) in California, and 
43,265 acres (17 percent) in Georgia. Another 15 percent 
was in Texas and Washington. The remaining 11 percent was 
spread among the other five States. 

Foreign purchases had occurred in 55 of the 148 counties. 
In 21 of the 55 countiesp only one foreign purchase had 
occurred. The number of foreign purchases in the other 34 
counties ranged from 2 to 34. Detailed information on the 
55 counties is shown in the individual State sections starting 
on page 8. 

FARMLAND TURNOVER 

The following table compares farmland turnover rates for 
the 148 review counties in the 10 States for the 18 months 
and on an annualized basis, 



State and 
number of 
counties 

Arkansas-13 

counties 

Total acres 
(note a) 

2,970,971 

California-13 11,663,286 

Georgia-26 2,716,705 

Illinois-15 4,084,460 

Iowa-14 4,938,449 

Kansas-14 6,208,990 

Montana-14 18,009,919 

Percent of farmland 
Farmland in review turnover in review 

counties (note b) 
Range for Total 

Pennsylvania-13 2,193,912 

Texas-13 6,973,427 

Washington-13 7,179,133 

Total 66,93gp252 

Acres sold 
(18 months) 

174,163 

736,371 

171,769 

82,846 

1311214 

153,075 

890,839 

85,667 

226,340 

individual for all 
counties counties 

1,9 to 18.3 
(1.3 to 12.3) 

2.6 to 19.7 
(1.7 to 13.2) (:::) 

1.3 to 16.3 
(0,9 to 10.9) 

8.5 to 3.7 
(0.3 to 2.5) (::i) 

1.5 to 5.6 
(1.0 to 3.8) ,::& 

1.4 to 5.2 
(0.9 to 3.5) 

0.7 to 12.3 
(0.5 to 8.2) 

2.8 to 5.3 
(1.9 to 3.6) 

0.1 to 14.6 
(0.1 to 9,s) 

225,841 0.4 to 7.8 
(0.3 to 5.2) I:::, 

2,877,325 0.1 to 19.7 
(0.1 to 13.2) 

a/The total farmland acres in each county were obtained from 
Bureau of the Census reports on the 1974 Census of Agri- 
culture. 

&/Annualized turnover percentages are shown in parentheses. 
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